




m expenses. Therefore, SWA T's prepaid OPEB costs meet the Commission's used-and-useful 

standard. 

Based on meeting the used-and-useful standard for its prepaid OPEB costs. and consistent with 

prior FCC orders granting similar requests, SWAT requests that the WCB grant it authority to 

include in its rate base the interstate portion of the prepaid OPEB amounts recordable in Account 

1410, beginning with the date the prepayments were made. 

Please direct any questions in regard to this request to: 

Sharon Minor 

Director, Communications and Media Practice 

Moss Adams LLP 

14555 Dallas Parkway, Suite 300 

Dallas, TX 75254 

(214) 242-7446

Sharon: f'vl inorr'ii>.mossada1J1s.cc�m

Sincerely, 

Tina Moore 

Compliance Officer 

Southwest Arkansas Telephone Cooperative, Inc. 

Attachment  

cc: Gil Strobel, Division Chief: Pricing Policy Division 

John Hunter, Chief Policy Counsel, Pricing Policy Division 
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 August 7, 2019 
 

 
Memorandum 
 
TO:  Sandy Benton, Southwest Arkansas Telephone 
 
FROM:  Lisa Olson, Savings Plan Technician 
 
SUBJECT: Southwest Arkansas Telephone 
 
 
On August 7, we discussed the FAS 106 liability and how that liability is impacted by the 
FAS 106 Prefunding in which Southwest Arkansas Telephone participates.  This 
prefunding does play a partial role in lessening the overall FAS 106 liability of the 
company.  This reduction of the liability manifests itself in several ways: 
 

1. The Expected Rate of Return on Assets (determined by Wilshire Associates.    
the FAS 106 Program) is historically set as to what the return would be over a 
30-year period depending on the investment philosophy of the prefunding 
Trusts.  The FAS 106 statement requires that we use the Expected Return on 
Assets when performing the FAS calculation. This Expected Return on Assets 
is included in the Net Periodic Postretirement Benefit Cost section of the FAS 
106 valuation and in this calculation the expected return reduces the liability 
which in return reduces the annual expense for that particular year.   

 
 

2. The Total Assets on deposit as of the first day of the year are also included in 
the calculation process.  The Assets reduce the Accumulated Postretirement 
Benefit Obligation (APBO) creating the Unfunded APBO figure.  This 
Unfunded APBO has several areas of impact, including interest calculations, 
the Accrued/Prepaid figure and the Net Loss/Gain Calculations. 
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3. The prefunding account also has a direct impact on the Financial Statements 
of the company. As the Assets on deposit accrue earning (either negative or 
positive), the company would have this asset to offset the liability that would 
be accruing on the financial statements. 

 
These are a few of the advantages of FAS 106 Prefunding and how they impact 
the FAS 106 liability being reflected on the financial statements.  If you have 
further questions, do not hesitate to contact me by phone at (828) 255-2972 or by 
e-mail at lolson@ntca.org.          
 
 
LBO 
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